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Independent Auditor's Report 

To the Shareholders of Hill Street Beverage Company Inc. (formerly, Avanco Capital Corp.):  

Opinion 

We have audited the consolidated financial statements of Hill Street Beverage Company Inc. (formerly, Avanco Capital Cop.) and its 
subsidiary (the "Company"), which comprise the consolidated statement of financial position as at June 30, 2019, and the consolidated 
statements of operations and comprehensive loss, changes in equity and cash flows for the year then ended, and notes to the 
consolidated financial statements, including a summary of significant accounting policies. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of the Company as at June 30, 2019, and its consolidated financial performance and its consolidated cash flows for the year then 
ended in accordance with International Financial Reporting Standards. 

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under those standards 
are further described in the Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
independent of the Company in accordance with the ethical requirements that are relevant to our audit of the consolidated financial 
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the 
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Material Uncertainty Related to Going Concern 

We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company incurred a net loss of $5,943,852 
during the year ended June 30, 2019, and, as of that date, had an accumulated deficit of $12,877,726. As stated in Note 1, these events 
or conditions, along with other matters as set forth in Note 1, indicate that a material uncertainty exists that may cast significant doubt on 
the Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.  

Other Matter  

The consolidated financial statements of the Company for the year ended June 30, 2018 were audited by another auditor who expressed 
an unmodified opinion on those consolidated financial statements on October 29, 2018. 

Other Information 

Management is responsible for the other information. The other information comprises Management’s Discussion and Analysis.  

Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of assurance 
conclusion thereon.  

In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the consolidated financial statements or our knowledge obtained in 
the audit or otherwise appears to be materially misstated. We obtained Management’s Discussion and Analysis prior to the date of this 
auditor’s report. If, based on the work we have performed on this other information, we conclude that there is a material misstatement of 
this other information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable the 
preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process. 



Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is a high 
level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of 
these consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and maintain 
professional skepticism throughout the audit. We also: 

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, 
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management. 

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the audit 
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the 
Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to draw 
attention in our auditor's report to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's 
report. However, future events or conditions may cause the Company to cease to continue as a going concern. 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures, and 
whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves fair 
presentation. 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and 
significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding 
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our 
independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor's report is Brock Stroud. 

Toronto, Ontario Chartered Professional Accountant
October 28, 2019  Licensed Public Accountants



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Consolidated Statement of Financial Position 
(Expressed in Canadian Dollars) 

The accompanying notes are an integral part of these condensed interim consolidated financial statements 

Notes 
June 30,

2019 
June 30,

 2018

$ $
ASSETS
Current

Cash and cash equivalents 1,068,612 2,111,046
Accounts receivable 7 290,022 271,434
Due from related parties 5,080 -
Inventory 8 673,914 281,010
Prepaid expenses 469,677 178,567

Total current assets 2,507,305 2,842,057

Intangible assets 10 221,809 -
Machinery and equipment 9 275,795 3,694

TOTAL ASSETS 3,004,909 2,845,751

LIABILITIES
Current

Accounts payable and accrued 
liabilities 13 627,141 1,247,667
Loans payable 11 - 139,867

TOTAL LIABILITIES 627,141 1,387,534

SHAREHOLDERS’ EQUITY
Share capital 12 12,938,115 6,444,931
Shares to be issued - 1,947,160
Reserve 12 2,317,379 -
Deficit (12,877,726) (6,933,874)

TOTAL SHAREHOLDERS’ EQUITY 2,377,768 1,458,217

TOTAL LIABILITIES AND EQUITY 3,004,909 2,845,751

Nature of operations and going concern (Note 1) 
Commitments and Contingencies (Note 19) 
Subsequent Events (Note 21) 

“Paul Rosen” “Jack Fraser”

Director Director

The accompanying notes are an integral part of these consolidated financial statements 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Consolidated Statements of Operations and Comprehensive Loss 
(Expressed in Canadian Dollars) 

Notes June 30, 2019 June 30, 2018

$ $
Gross Revenue 6 2,432,094 1,511,311
Chargebacks & listing fees 6 (1,151,894) (840,429)

Net Revenue 1,280,200 670,882

Cost of sales (848,373) (584,500) 

Gross profit 431,827 86,382

Expenses
Marketing 1,222,155 742,271
Accretion expense - 16,848
Bad debts 161 3,437
Bank charges and interest 11 5,747 79,642
Consulting fees 29,852 167,700
Depreciation 9/10 50,718 895
Donations, dues & licenses 242,966 154,656
Filing and transfer agent fees 96,509 -
Management fees 13 68,000 83,500
Office and miscellaneous 89,139 66,239
Professional fees 1,054,779 115,896
RTO expenses 5 152,940 148,221
Stock-based compensation 12/13 824,948 -
Travel and meal allowance 95,638 46,882
Wages and salaries 13 1,002,754 543,345
Selling and delivery 505,901 105,692

5,442,207 2,275,224

Loss before other income (expense) (5,010,380) (2,188,842)

Other income (expenses) 
Charges related to public company listing 5 (918,345) -

Foreign exchange gain (loss) (17,240) (709)
Loss on settlement of debt - (215,930)
Write-off of inventory 8 (7,298) (242,399)
Write-off of equipment - (6,936)
Other income 9,411 1,830

(933,472) (464,144)

Loss and comprehensive loss for the period (5,943,852) (2,652,986) 

Basic and diluted (loss) per common share (0.07) (0.07)

Weighted average number of common 
shares outstanding 85,543,433 40,229,986 

The accompanying notes are an integral part of these consolidated financial statements



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Consolidated Statements of Changes in Equity 
(Expressed in Canadian Dollars) 

The accompanying notes are an integral part of these condensed interim consolidated financial statements 

Common Shares

Shares Amount 
Shares to be 

issued Reserve Deficit Total

$ $ $ $ $
As at June 30, 2017 32,736,384 3,500,748 - 50,799 (4,280,888) (729,341)
Shares issued for cash 12,730,758 2,045,243 - - - 2,045,243
Shares issued as finders’ fees 446,918 71,799 - - - 71,799
Share issuance costs - (114,245) - - - (114,245)
Equity component of convertible note - - - 19,578 - 19,578
Conversion convertible note 5,721,033 919,118 - (48,109) - 871,009
Equity component of convertible note - 22,268 - (22,268) - -
Shares subscription received - - 1,947,160 - - 1,947,160
Net loss for the period - - - - (2,652,986) (2,652,986)

As at June 30, 2018 51,635,093 6,444,931 1,947,160 - (6,933,874) 1,458,217
Equity issued on RTO (Note 5) 6,800,000 1,020,000 - 119,000 - 1,139,000
Units issued for cash (Note 12) 27,242,061 3,909,265 (1,947,160) 787,900 - 2,750,005
Shares issued as finders’ fees 468,000 70,200 - - - 70,200
Share issuance costs - (273,346) - - - (273,346)
Shares issued pursuant to licensing 
agreement (Note 10) 419,982 86,096 - - - 86,096
Exercise of warrants 714,325 176,509 - (38,065) - 138,444
Stock based compensation - - - 824,948 - 824,948
Units issued for cash (Note 12) 8,483,308 1,404,460 - 292,200 - 1,696,660
Shares issued pursuant to distribution 
agreement 520,562 100,000 - - - 100,000
Warrants issued for services (Note 12) - - - 331,396 331,396
Net loss for the period - - - - (5,943,852) (5,943,852)

As at June 30, 2019 96,283,331 12,938,115 - 2,317,379 (12,877,726) 2,377,768

The accompanying notes are an integral part of these consolidated financial statements



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.)  
Consolidated Statements of Cash Flows 
(Expressed in Canadian Dollars) 

Year ended June 30, 2019 Year ended June 30, 2018 
$ $

OPERATING ACTIVITIES

Net loss for the year (5,943,852) (2,652,986)

Items not affecting cash:
Depreciation 50,718 895
Bad debts expense - 3,437
Charges related to public company listing 918,345 -
Shares issued for professional fees 100,000 -
Inventory adjustment 7,298 242,399
Write-off of equipment - 6,936
Stock based compensation 824,948 -
Accretion expense - 16,848
Accrued interest - 76,447

(4,042,543) (2,306,024)
Changes in non-cash working capital items:

Amounts receivable (14,788) (131,351)
Inventory (400,202) (204,303)
Prepaid expenses (287,610) (163,059)
Accounts payable and accrued liabilities (622,126) 832,269

Cash used in operating activities (5,367,269) (1,972,468) 

INVESTING ACTIVITIES
Purchase of equipment (276,128) (2,852)
Purchase of intangible assets (182,405) -
Cash acquired on RTO 214,955 -

Cash used in investing activities (243,578) (2,852)

FINANCING ACTIVITIES
Shares issued net of costs 4,574,916 2,002,797
Shares to be issued - 1,947,160
Proceeds from exercise of warrants 138,444 -
Proceeds from loans - 250,000
Repayment of loans (139,867) (114,051)
Advances to related parties (5,080) -
Interest payment - (31,162)

Cash provided by (used in) financing activities 4,568,413 4,054,744

CHANGE IN CASH AND CASH EQUIVALENTS (1,042,434) 2,079,424
CASH AND CASH EQUIVALENTS, BEGINNING 
OF YEAR 2,111,046 31,622 

CASH AND CASH EQUIVALENTS, END OF YEAR 1,068,612 2,111,046 

Supplementary Cash Flow Information (Note 18) 
The accompanying notes are an integral part of these consolidated financial statements



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Twelve-Month Period Ended June 30, 2019 
(Expressed in Canadian Dollars) 

6 

1.  NATURE OF OPERATIONS AND GOING CONCERN 

Hill Street Beverage Company Inc., formerly Avanco Capital Corp. (the “Company”) was incorporated on 
April 6, 2016 in British Columbia under the Business Corporations Act (British Columbia) and was 
continued to Ontario under the Business Corporations Act (Ontario) on November 30, 2018.  The Company 
commenced trading on the TSX Venture Exchange (the “TSX V”) under the symbol “AAA.P” on March 24, 
2017. The Company is engaged in supplying alcohol free drinks. The Company sells its products online, in 
retail stores and to distributors in Canada.  

The Company changed its name from Avanco Capital Corp. to Hill Street Beverage Company Inc. on July 
24, 2018 in conjunction with a reverse takeover transaction (the “RTO”) (Note 5). The Company resumed 
trading on the TSX V at the opening of the market on July 24, 2018 under the new symbol “BEER". 

The Company’s registered address and the records are held at 480 University Ave. Suite 1401, Toronto, 
Ontario, M5G 1V2. 

Effective July 24, 2018, the Company completed a consolidation of its common shares (“share 
consolidation”) on the basis of 65.358 post-consolidation shares for every pre-consolidation common 
share previously held. All references to share, per share amounts and exercise prices have been 
retroactively restated to reflect the effect of the share consolidation. 

These consolidated financial statements are prepared on a going concern basis, which assumes that the 
Company will be able to realize its assets and discharge its liabilities in the normal course of business for 
the foreseeable future and that management does not intend to liquidate the entity, or has no realistic 
alternative but to do so. As at June 30, 2019, the Company had not yet achieved profitable operations, 
had a net loss of $5,943,852 (June 30, 2018: $2,652,986), accumulated deficit of $12,877,726 (June 30, 
2018: $6,933,874), and expects to incur further losses in the foreseeable future, all of which indicate the 
existence of a material uncertainty that may cast significant doubt upon the Company’s ability to continue 
as a going concern. Realization values may be substantially different from carrying values as shown and 
these consolidated financial statements do not give effect to adjustments that would be necessary to the 
carrying values and classification of assets and liabilities should the Company be unable to continue as a 
going concern. Such adjustments could be material.  

The Company’s ability to continue its operations and to realize assets at their carrying values is dependent 
upon its ability to obtain necessary financing and generate operation profit to meet its ongoing levels of 
corporate overhead and discharge its liabilities as they come due. The success of the Company’s 
endeavors cannot be predicted at this time. There is no assurance that it will be able to obtain adequate 
financing in the future or that such financing will be on terms advantageous to the Company.   



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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2.  BASIS OF PREPARATION 

Statement of compliance 

These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and 
interpretations issued by the International Financial Reporting Interpretations Committee (“IFRIC”).  

These consolidated financial statements for the years ended June 30, 2019 and June 30, 2018 were 
authorized for issuance by the Board of Directors on October 25, 2019. 

Basis of Presentation 

The consolidated financial statements have been prepared on a historical cost basis except for certain 
financial assets that are measured at fair value.  All dollar amounts presented are in Canadian dollars 
unless otherwise specified. 

Consolidation 

These consolidated financial statements incorporate the financial statements of the Company and its 
wholly-owned subsidiary, Hill Street Marketing Inc., a company incorporated in Ontario. Control exists 
when the Company has the power, directly or indirectly, to govern the financial and operating policies of 
an entity so as to obtain benefits from its activities.  Subsidiaries are included in the consolidated financial 
statements from the date control is obtained until the date control ceases. The consolidated financial 
statements include the accounts of the Company and its direct wholly-owned subsidiary.  All significant 
intercompany transactions and balances have been eliminated. 

Reclassification 

The Company has reclassified certain items on the comparative consolidated statements of operations 
and comprehensive loss to improve clarity. Specifically, amounts previously classified as product and 
packaging design in the June 30, 2018 financial statements have been reclassified as marketing expenses 
on the June 30, 2019 financial statements. 

Use of Estimates and Judgments 

The preparation of these consolidated financial statements requires management to make certain 
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported expenses during the year.  Actual results could differ 
from these estimates.  

In particular, information about significant areas of estimation uncertainty and judgment considered by 
management in preparing the financial statements includes: 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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2.  BASIS OF PREPARATION (continued) 

Use of Estimates and Judgments (continued) 

     Critical Accounting Estimates 

 The determination of income tax is inherently complex and requires making certain estimates and 
assumptions about future events.  While income tax filings are subject to audits and 
reassessments, the Company has adequately provided for all income tax obligations. However, 
changes in facts and circumstances as a result of income tax audits, reassessments, jurisprudence 
and any new legislation may result in an increase or decrease in our provision for income taxes.  

 Calculation of the net book value of machinery and equipment requires Management to make 
estimates of the useful economic life of the assets, residual value at the end of the asset’s useful 
economic life, method of depreciation and whether impairment in value has occurred. Residual 
values of the assets, estimated useful lives and depreciation methodology are reviewed annually 
with prospective application of any changes, if deemed appropriate. Changes to estimates could 
be caused by a variety of factors, including changes to the physical life of the assets. A change in 
any of the estimates would result in a change in the amount of depreciation and, as a result, a 
charge to net income recorded in the period in which the change occurs, with a similar change in 
the carrying value of the asset on the balance sheet. 

 When valuing options, management uses judgment to determine the inputs to the Black-Scholes 
option pricing model including the expected plan lives, underlying share price volatility and 
forfeiture rates. Volatility is estimated by considering peer companies historic share price 
volatility over similar periods to the expected life of the awards under consideration. Changes in 
these assumptions will impact the calculation of fair value and the amount of compensation 
expense recognized in the consolidated statements of loss and comprehensive loss. 

 When valuing warrants, similar to other stock-based compensation, management uses judgment 
to determine the inputs to the Black-Scholes option pricing model including the expected life, and 
underlying share price volatility. Volatility is estimated by considering peer companies historic 
share price volatility over similar periods to the expected life of the warrants. Changes in these 
assumptions will impact the calculation of fair value and the value attributed to the warrants.      

Judgments

 The Company performs impairment testing at the end of each reporting period for accounts 
receivable in accordance with IFRS 9. The ECL model requires considerable judgment, including 
consideration of how changes in economic factors affect ECLs, which are determined on a 
probability-weighted basis. IFRS 9 outlines a three-stage approach to recognizing ECLs which is 
intended to reflect the increase in credit risks of a financial instrument based on 1) 12-month 
expected credit losses or 2) lifetime expected credit losses. The Company measures provision for 
ECLs at an amount equal to lifetime ECLs. The Company applies the simplified approach to 
determine ECLs on trade receivables by using a provision matrix based on historical credit loss 
experiences. The historical results were used to calculate the run rates of default which were then 
applied over the expected life of the trade receivables, adjusted for forward looking estimates.



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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2.  BASIS OF PREPARATION (continued) 

Use of Estimates and Judgments (continued) 

 Impairment indicators include a significant decline in an asset’s market value, significant changes 
in the technologies, market, economic or legal environment in which the assets are operated, 
evidence of obsolescence or physical damage of an asset, significant changes in the planned us of 
an asset, or ongoing under-performance of an asset. Application of these factors to the facts and 
circumstances of a particular asset requires a significant amount of judgment. 

 The Company regularly reviews inventory quantities on hand and records a provision for those 
inventories no longer deemed to be fully recoverable. The cost of inventories may no longer be 
recoverable if those inventories are slow moving, damaged, if they have become obsolete, or if 
their selling prices or estimated forecast of product demand decline. If actual market conditions 
are less favorable than previously projected, or if liquidation or the inventory no longer deemed 
to be fully recoverable is more difficult than anticipated, additional provisions may be required.  

 The assessment of the Company’s ability to continue as a going concern involves judgement 
regarding future funding available for its operations and working capital requirements as 
discussed in Note 1. 

3.  SIGNIFICANT ACCOUNTING POLICIES 

Foreign currency translation  

The Canadian dollar is considered to be the functional currency of the Company.  

Transactions denominated in currencies other than the Canadian dollar are translated using the exchange 
rate in effect on the transaction date or at an average rate. At the end of each reporting period, monetary 
assets and liabilities denominated in foreign currencies are translated at the rate of exchange in effect at 
the statement of financial position date. Non-monetary items are translated at historical rates. Exchange 
gains or losses on translation are recorded in the statements of operations and comprehensive loss. 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenue recognition 

IFRS 15 outlines a single comprehensive model to account for revenue arising from contracts with 
customers and replaced the majority of existing IFRS requirements on revenue recognition including IAS 
18, Revenue, IAS 11, Construction Contracts and related interpretations. The core principle of the 
standard is to recognize revenue to depict the transfer of control of goods and services to customers in 
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods and services. The standard has prescribed a five-step model to apply the principles. The standard 
also specifies how to account for the incremental costs of obtaining a contract and the costs directly 
related to fulfilling a contract as well as requiring more informative and relevant disclosures. In April 2016, 
the IASB issued amendments to IFRS 15, which provided additional guidance on the identification of 
performance obligations, on assessing principal versus agent considerations and on licensing revenue. The 
amendments also provide additional transition relief upon initial adoption of IFRS 15 and have the same 
effective date as the IFRS 15 standard. 

The Company has adopted IFRS 15 Revenue from Contracts with Customers with an initial adoption date 
of July 1, 2018. The Company utilized the modified retrospective method to adopt the new standard and 
therefore, the comparative information has not been restated and continues to be reported under IAS 18 
and IAS 11. In its adoption of IFRS 15, the Company applied a practical expedient that allows the Company 
to avoid re-considering the accounting for any sales contracts that were completed prior to July 1, 2018 
and were previously accounted for under IAS 11 and IAS 18. There was no material impact on the 
Company’s net loss and financial position resulting from the adoption of IFRS 15 and there was no effect 
to the opening deficit from the application of IFRS 15 as at July 1, 2018.  

Under IFRS 15, revenue is recognized to depict the transfer of goods in an amount that reflects the 
consideration to which the entity expect to be entitled following five steps:  

(i) Identify the contract with a customer 
(ii) Identify the performance obligations in the contract 
(iii) Determine the transaction price 
(iv) Allocate the transaction price to the performance obligation in the contract 
(v) Recognize revenue when (or as) the entity satisfies a performance obligation.  

Revenue may be earned over time as the performance obligations are satisfied or at a point in time which 
is when the entity has earned a right to payment, the customer has possession of the asset and the related 
significant risks and rewards of ownership, and the customer has accepted the asset. 

Revenue from the sale of products is recognized when the product is shipped and received by the 
customer, and depending on the delivery conditions, title and risk have passed to the customer. For 
transactions with retail stores and distributors, the Company’s terms are primarily “FOB destination point”, 
which designates that the Company will pay shipping costs and remain responsible for the goods until the 
buyer takes possession.  Sales to consumers through online store is recorded when the product is received 
by the consumer. Product returns, promotional allowance, chargebacks, money program and discounts 
provided to consumers are deducted from gross revenue to arrive at sales. 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition (continued) 

In some contracts, the Company transfers control of a product to distributors and also grants the 
distributors the right to return the product for a full or partial refund in the scenario that products are to 
expire in the hands of the distributor.  To account for the transfer of products with a right of return, the 
Company shall recognise revenue for the transferred products in the amount of consideration to which 
the entity expects to be entitled to (therefore, revenue would not be recognised for the products expected 
to be returned). The expected consideration to be received is determined based on a combination of 
historical, current and forecasted information available to the entity at the end of each reporting period. 

Cost of goods sold 

Cost of goods sold include the cost of finished goods inventory sold during the year and freight charges.

Inventory 

Inventory comprises of finished goods. Inventory is valued at the lower of cost and net realizable value. 
Cost is determined on an average cost basis.  Net realizable value is the estimated selling price in the 
ordinary course of business less any applicable selling expenses.  The Company utilizes a weighted average 
cost calculation to determine the value of ending inventory. Average cost is determined separately for 
domestic and export non-alcohol drinks. 

Operating segments 

The Company operates in one industry segment, the sale of non-alcoholic drinks products. All of the 
Company’s sales are within Canada, with a small volume sold in the United States. 

Intangible assets 

Finite life intangible assets are comprised of Licensing Agreements, which are recorded at cost less 
accumulated amortization and accumulated impairment losses.  Following initial recognition, such 
intangible assets are carried at cost less any accumulated amortization on a straight-line basis over 5 years.  
The estimated useful life and amortization method are reviewed at the end of each reporting period, and 
the effects of any changes are reported on a prospective basis. 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

Machinery and equipment 

Machinery and equipment are recorded at cost less accumulated depreciation and accumulated 
impairment losses. Rates and basis of depreciation applied to write off the cost of property and equipment 
to their residual values over their estimated useful lives are as follows: 

Computer Hardware  Declining-Balance 33.33% 
Computer Software Declining-Balance 33.33% 
Equipment  Declining-Balance    20% 

The Company records one-half of the calculated depreciation in the year of acquisition.

Impairment of machinery and equipment and intangible assets 

At the end of each reporting period, the Company reviews the carrying amounts of its tangible and 
intangible assets to determine whether there is any indication that those assets have suffered an 
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in order 
to determine the extent of the impairment loss (if any). When it is not possible to estimate the 
recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. 

When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated 
to individual cash-generating units, or otherwise they are allocated to the smallest group of cash 
generating units for which a reasonable and consistent allocation basis can be identified. 

Intangible assets with definite useful lives and intangible assets not yet available for use are tested for 
impairment at least annually, and whenever there is an indication that the asset may be impaired. 

The recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in 
use, the estimated future cash flows are discounted to their present value using a pretax discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset for 
which the estimates of future cash flows have not been adjusted. If the recoverable amount of an asset 
(or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount of the asset 
(or cash-generating unit) is reduced to its recoverable amount. An impairment loss, or any reversal of a 
previously-recognized impairment loss, is recognized immediately in profit or loss. 

Income taxes 

Income tax on the profit or loss for the periods presented comprises current and deferred tax. Income tax 
is recognized in profit or loss except to the extent that it relates to items recognized directly in equity, in 
which case it is recognized in equity. Current tax expense is the expected tax payable on the taxable 
income for the year, using tax rates enacted or substantively enacted at period end, adjusted for 
amendments to tax payable with regards to previous years. 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

Income taxes (continued) 

Deferred tax is recorded using the statement of financial position liability method, providing for temporary 
differences, between the carrying amounts of assets and liabilities for financial reporting purposes and 
the amounts used for taxation purposes. The following temporary differences are not provided for: 
goodwill not deductible for tax purposes; the initial recognition of assets or liabilities that affect neither 
accounting nor taxable loss; and differences relating to investments in subsidiaries to the extent that they 
will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the 
expected manner of realization or settlement of the carrying amount of assets and liabilities, using tax 
rates enacted or substantively enacted at the statement of financial position date. 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be 
available against which the asset can be utilized. 

Loss per share 

The Company presents basic and diluted loss per share data for its common shares, calculated by dividing 
the loss attributable to common shareholders of the Company by the weighted average number of 
common shares outstanding during the period. Diluted loss per share does not adjust the loss attributable 
to common shareholders or the weighted average number of common shares outstanding when the effect 
is anti-dilutive. 

Provisions 
Provisions are recorded when a present legal or constructive obligation exists as a result of past events 
where it is probable that an outflow of resources embodying economic benefits will be required to settle 
the obligation, and a reliable estimate of the amount can be made. If the effect is material, provisions are 
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market 
assessments of the time value of money and, where appropriate, the risks specific to the liability.  

Share Capital 

The Company records proceeds from share issuances net of issue costs and any tax effects in shareholders’ 
equity.  Common shares issued for consideration other than cash are valued based on their market value 
at the date the shares were granted. The proceeds from the issuance of units are allocated between 
common shares and warrants based on the proportionate fair value of both the common share and 
warrant on the date of issuance. Consideration received for the exercise of warrants is recorded in capital 
stock, and any related amount recorded in warrants reserve is transferred to capital stock. 

Stock-based payments 

The Company grants stock options to buy common shares of the Company to directors, officers, 
employees and service providers. The board of directors grants such options for periods of up to five 
years, with vesting periods determined at its sole discretion and at prices equal to or greater than the 
closing market price on the day preceding the date the options were granted.
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

Stock-based payments (continued) 

The fair value of the options granted to employees is measured at grant date, using the Black-Scholes 
option pricing model, and is recognized as the employees earn the options. The fair value is recognized as 
an expense with a corresponding increase in equity. The amount recognized as expense is adjusted to 
reflect the number of share options expected to vest. 

The fair value of the options granted to non-employees are measured at the fair value of the goods or 
services received, unless that fair value cannot be estimated reliably, in which case the fair value of the 
equity instruments issued is used. The value of the goods or services is recorded at the earlier of the 
vesting date, or the date the goods or services are received. 

If and when the stock options are exercised, the applicable amounts of equity reserves are transferred to 
share capital.

4.  NEW STANDARDS ADOPTED AND NOT YET ADOPTED 

The following new standards, and amendments to standards and interpretations, are effective for the 
current year and have been applied in preparing these consolidated financial statements.

i) IFRS 9 – Financial instruments, was issued by the IASB in July 2014 and will replace IAS 39 
Financial Instruments: Recognition and Measurement. IFRS 9 uses a single approach to 
determine whether a financial asset is measured at amortized cost or fair value, replacing the 
multiple rules in IAS 39. The approach in IFRS 9 is based on how an entity manages its financial 
instruments in the context of its business model and the contractual cash flow characteristics of 
the financial assets. Most of the requirements in IAS 39 for classification and measurement of 
financial liabilities were carried forward unchanged to IFRS 9. The new standard also requires a 
single impairment method to be used, replacing the multiple impairment methods in IAS 39. A 
new hedge accounting model is introduced and represents a substantial overhaul of hedge 
accounting which will allow entities to better reflect their risk management activities in the 
financial statements. The most significant improvements apply to those that hedge non-financial 
risk, and so these improvements are expected to be of particular interest to non-financial 
institutions. The new standard is effective for annual periods beginning on or after January 1, 
2018, with earlier adoption permitted. The Company adopted this standard on July 1, 2018 and 
it did not have a material impact on the financial statements. 

ii) IFRS 15 – Revenue from contracts with customers, deals with revenue recognition and 
establishes principles for reporting useful information to users of financial statements about the 
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s 
contracts with customers. Revenue is recognized when a customer obtains control of a good or 
service and thus has the ability to direct the use and obtain the benefits from the good or service. 
The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related 
interpretations. The Company adopted IFRS 15 effective July 1, 2018 and it did not have a 
material impact on the financial statements.
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4.  NEW STANDARDS ADOPTED AND NOT YET ADOPTED (continued) 

The following new standards, and amendments to standards and interpretations, are not yet effective for 
the current period and have not been applied in preparing these condensed interim consolidated financial 
statements. Some updates that are not applicable or are not consequential to the Company may have 
been excluded from the list below 

iii) IFRS 16, “Leases”, In January 2016, the IASB issued IFRS 16, Leases, effective for annual periods 
beginning on or after January 1, 2019, with earlier adoption permitted. IFRS 16 will replace IAS 
17, Leases. The Company intends to adopt IFRS 16 in its financial statements for the fiscal year 
beginning on July 1, 2019. 

IFRS 16 removes the distinction between operating and finance leases from the lessee’s 
perspective and introduces a single lessee accounting model. The standard requires a lessee to 
recognize a “right of use” asset and a corresponding lease liability for substantially all leases, with 
the exception of leases with terms less than 12 months and leases of low value assets. 
Requirements for lessor accounting are largely unchanged from IAS 17. IFRS 16 will also result in 
reclassification of the nature of lease expenses to depreciation and interest expense, from their 
classification of “premises expense” under IAS 17. 

IFRS 16 offers a range of transition options. The Company plans to apply IFRS 16 using the 
modified retrospective approach. Therefore, the cumulative effect of adopting IFRS 16, if any, 
will be recognized as an adjustment to opening retained earnings as at July 1, 2019, with no 
restatement of comparative information. 

Based on the information currently available, the Company estimates that this standard will not 
have a material impact. 

5. REVERSE TAKEOVER TRANSACTION 

On July 24, 2018, the Company completed the RTO with Hill Street Marketing Inc. pursuant to which the 
Company acquired all of the outstanding securities of Hill Street Marketing Inc. As part of the transaction, 
the Company changed its name to Hill Street Beverage Company Inc.  

The terms of transaction were as follows: 

 An exchange of common shares of the Company and Hill Street Marketing Inc. at a ratio of 65.358 
shares of the Company share for every one share of Hill Street Marketing Inc.  

 Share purchase warrants and stock options of the Company were issued to/exchanged with 
holders of Hill Street Marketing Inc. convertible securities. 
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5. REVERSE TAKEOVER TRANSACTION (continued) 

The acquisition of Hill Street Marketing Inc. was accounted for as a reverse takeover transaction that was 
not a business combination and effectively a capital transaction of the Company. Hill Street Marketing Inc. 
has been treated as the accounting parent (legal subsidiary) and the Company has been treated as the 
accounting subsidiary (legal parent) in these consolidated financial statements. As Hill Street Marketing 
Inc. was deemed to be the acquirer for accounting purposes, its assets, liabilities and operations since 
incorporation are included in these consolidated financial statements at their historical carrying values. 
Hill Street Beverage Company Inc. results of operations have been included from the date of the RTO. The 
legal capital continues to be that of Hill Street Beverage Company Inc, the legal parent. These consolidated 
financial statements are a continuation of those of Hill Street Marketing Inc. which was incorporated on 
December 3, 2008. 

The purchase price of $1,139,000 was calculated based on a share value of $0.15 and the fair value of 
680,000 stock options and 400,000 warrants was based on the Black-Scholes option pricing model. 

Weighted-average assumptions used in the option-pricing model for the warrants and options are as 
follows: 

Share Price $0.15 

Exercise Price $0.10 - $0.15 

Risk-free interest rate 2.02% - 2.28% 

Expected life 0.67 – 8.67 years 

Expected volatility 100% 

Expected dividends Nil 

In addition, the Company incurred $152,940 in legal and filing fees relating to the completion of the 
reverse takeover transaction during the year ended June 30, 2019.

$

Cost of acquisition
Common share issuance, 6,800,000 x $0.15 1,020,000

Fair value of options granted 91,000

Fair value of warrants granted 28,000

1,139,000

Allocated as follows:

Cash 214,955

Accounts receivable 3,800

Prepaid 3,500

Liabilities (1,600)

220,655

Allocated to public listing expense 918,345

1,139,000
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6. NET REVENUE 

For the year ended June 30, 2019 June 30, 2018

Gross revenue $ 2,432,094 1,511,311
Chargebacks (705,591) (749,597)
Listing fees (446,303) (90,832)

$ 1,280,200 670,882

7. ACCOUNTS RECEIVABLE 

Accounts receivable consist of the following: 

As at June 30, 2019 June 30, 2018

Trade receivables $ 231,997 92,271
GST receivables 58,025 179,163

$ 290,022 271,434

An allowance for doubtful accounts of $Nil (June 30, 2018: $Nil) has been provided against these accounts 
receivable amounts, which the Company has determined represents a reasonable estimate of amounts 
that may be uncollectible.  

8. INVENTORY 

As at June 30, 2019 June 30, 2018

Finished goods $ 673,914 281,010

Inventory write downs recognized as an expense amounted to $7,298 (June 30, 2018: $242,399) 
The cost of inventory recognized as an expense and included in cost of goods sold was $720,491 (June 30, 
2018: $390,207). 
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9. MACHINERY AND EQUIPMENT  

Computer 
Equipment 

 Computer 
Software  Equipment  Total 

Cost 

Balance at June 30, 2017 $ 2,015 $ 992 $ 16,059 $ 19,066 
Additions 2,300  552  -  2,852 
Write-off (350)  -  (12,864)  (13,214) 

Balance at June 30, 2018 3,965  1,544  3,195  8,704 
Additions 2,139  -  273,989  276,128 

Balance at June 30, 2019 $ 6,104 $ 1,544 $ 277,184 $ 284,832 

Accumulated depreciation 

Balance at June 30, 2017 $ 1,563 $ 992 $ 7,838 $ 10,393 
Write-offs -  -  (6,278)  (6,278) 
Depreciation for the year 476  92  327  895 

Balance at June 30, 2018 2,039  1,084  1,887  5,010 
Depreciation for the year 858  135  3,034  4,027 

Balance at June 30, 2019 $ 2,897 $ 1,219 $ 4,921 $ 9,037 

Carrying amount 
at June 30, 2018 $ 1,926 $ 460 $ 1,308 $ 3,694 

Carrying amount 
at June 30, 2019 $ 3,207 $ 325 $ 272,263 $ 275,795 

10.   INTANGIBLE ASSETS 

On July 30, 2018, the Company entered into a semi-exclusive licensing agreement with Lexaria Canpharm 
Corp. for the use of its technology to produce a line of cannabis-infused alcohol-free beverages for 
Canadian distribution, following regulatory approval. The Company is required to pay a licensing fee of 
USD$93,750 payable over 274 days and an initial share issuance equal to USD$56,250.  As of June 30, 
2019, all amounts have been paid and the Company has capitalized a total of $209,250 related to this 
agreement. These licenses fees are being amortized over their useful life of 5 years (the effective term of 
the license agreement). 

License
Cost $

Balance at June 30, 2018 -
Additions 209,250
Depreciation (38,329)

Balance at  June 30, 2019 170,921
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10.   INTANGIBLE ASSETS (continued) 

As of June 30, 2019, the Company has capitalized a total of $59,250 of costs associated with acquiring a 
Standard Processor License un the Cannabis act (Canada).  These licenses fees are being amortized over 
their useful life of 5 years. 

License
Cost $

Balance at June 30, 2018 -
Additions 59,250
Depreciation (8,362)

Balance at June 30, 2019 50,888

11.  LOANS PAYABLE 

The Company has the following loans payable as at June 30, 2019 and June 30, 2018: 

As at June 30, 2019 June 30, 2018

$ $
Woolly Goat - 89,867
Smart Alec Investments Ltd. - 50,000

Total principal balance at year - 139,867

Woolly Goat  

On October 22, 2013, the Company entered into a loan agreement with Woolly Goat, whereby the 
Company borrowed $300,000. The loan will bear interest at 20% per annum and will be repaid $11,029 
monthly in 36 equal monthly installments of blended principal and interest.   

Effective July 1, 2015, the lender agreed to the following proposed amendment to the loan agreement, 
the annual interest rate on the loan to be changed from 20% to 10%, no monthly payments are to be 
made by the Company from June 30, 2015 until August 2016; all interest accrued during this time will be 
added to the outstanding amount of the loan when payments recommence.  During the year ended 
June 30, 2019, the Company accrued or paid interest of $748 (June 30, 2018: $14,266). On August 1, 
2018, the Company repaid the full balance of the outstanding loan of $89,867 plus interest of $748.

Smart Alec Investment Ltd. 

On February 12, 2014, the Company entered into a loan agreement with Smart Alec Investment Ltd., 
whereby the Company borrowed $50,000. The loan will bear interest at 12% per annum and will be repaid 
in 12 equal monthly installments of interest only, calculated monthly for a period of 12 months. The 
principal will be repaid in full at the termination of the loan. During the year ended June 30, 2019, the 
Company accrued and paid interest of $339 (June 30, 2019: $6,000). On August 21, 2018, the Company 
repaid the full balance of the outstanding loan of $50,000 plus interest of $339. 
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12.   SHARE CAPITAL 

a) Authorized 

Unlimited number of common shares with no par value. 

b) Issued and outstanding 

At June 30, 2019 and June 30, 2018, the issued and outstanding share capital is comprised of 
96,283,331 and 51,635,093, respectively. 

During the period ended June 30, 2019 the Company issued the following shares: 

On July 24, 2018, the Company issued 27,242,061 units at a price of $0.175 per unit for gross proceeds 
of $4,767,361. Each unit consisted of one common share and one-half common share purchase 
warrant, with each whole warrant exercisable into one common share of the Company at an exercise 
price of $0.35 per share, exercisable for a period of 24 months from the date of issuance. The 
warrants were assigned a value of $674,000. In connection to the private placement, 468,000 shares 
valued at $70,200 were issued to a consultant as finder’s fees. The Company paid $273,346 in cash 
and issued 1,227,760 full share warrants as finder’s fees, with each whole warrant exercisable into 
one unit of the Company at an exercise price of $0.175 per share, exercisable for a period of 24 
months from the date of issuance.  Each finders unit is made up of one common share and one-half 
common share purchase warrant, with each whole warrant exercisable into one common share of 
the Company at an exercise price of $0.35 per share, exercisable for a period of 24 months from the 
date of issuance.  The finder’s warrants were valued at $113,900 using the Black-Scholes option 
pricing model. 

The Company issued 419,982 shares at a price of $0.205 per share for a total of $86,096 pursuant to 
a licensing agreement (Note 10). Shares issued have been valued based on their respective fair value 
as of the date of issuance. 

The Company issued 520,562 shares at a price of $0.19 per share for a total of $100,000 pursuant to 
a sale and distribution agreement. Shares issued have been valued based on their respective fair 
value as of the date of issuance. 

The Company issued 680,775 shares for the exercise of warrants for gross proceeds of $132,572. 

The Company issued 33,550 units for the exercise of brokers warrants for gross proceeds of $5,872.  
Each unit consisted of one common share and one-half common share purchase warrant, with each 
whole warrant exercisable into one common share of the Company at an exercise price of $0.35 per 
share, exercisable for a period of 24 months from the date of issuance. The warrants were assigned 
a value of $1,300. 



Hill Street Beverage Company Inc. (formerly Avanco Capital Corp.) 
Notes to the Consolidated Financial Statements 
For the Years Ended June 30, 2019 and June 30, 2018 
(Expressed in Canadian Dollars) 

21 

12.   SHARE CAPITAL (continued) 

b)      Issued and outstanding (continued) 

On June 7, 2019, The Company issued 8,483,308 units at a price of $0.20 per unit for gross proceeds 
of $1,696,660. Each unit consisted of one common share and one-half common share purchase 
warrant, with each whole warrant exercisable into one common share of the Company at an exercise 
price of $0.40 per share, exercisable for a period of 24 months from the date of issuance. The 
warrants were assigned a value of $270,300.  In connection to the private placement, the Company 
issued 187,250 full share warrants as finder’s fees, with each whole warrant exercisable into one unit 
of the Company at an exercise price of $0.20 per share, exercisable for a period of 24 months from 
the date of issuance. Each finders unit is made up of one common share and one-half common share 
purchase warrant, with each whole warrant exercisable into one common share of the Company at 
an exercise price of $0.40 per share, exercisable for a period of 24 months from the date of issuance.  
The finder’s warrants were valued at $21,900 using the Black-Scholes option pricing model. 

During the year ended June 30, 2018 the Company issued the following shares: 

In the year ended June 30, 2018, the Company issued 12,730,758 units at $0.16 per unit for gross 
cash proceeds of $2,045,243. Each unit consisted of one common share and one-half common share 
purchase warrant, with each whole warrant exercisable into one common share of the Company at 
an exercise price of $0.30 per share, exercisable for a period of 24 months from the date of issuance. 
In connection to the private placement, 446,918 shares valued at $71,799 were issued to a consultant 
as finder’s fees. Other share issuance costs totaled $42,446. 

On January 31, 2018, 5,721,033 shares valued at $919,118 were issued to settle the convertible note 
and its accrued interest. 

c) Stock options 

The continuity of options for the period year June 30, 2019 is summarized below: 

Granted Expiry Exercise 
Price

June 30, 
2018 Granted Exercised

Expired / 
Cancelled

June 30, 
2019 Exercisable

July 24, 2018 July 24, 2019 $ 0.15 - 204,000 - - 204,000 204,000
July 31, 2018 July 31, 2023 $ 0.175 - 7,934,510 - (50,000) 7,884,510 1,971,128
July 24, 2018 March 22, 2027 $ 0.10 - 476,000 - - 476,000 476,000
May 23, 2019 May 23, 2024 $     0.21 - 215,000 - 215,000 17,917

Total - 8,829,510 - (50,000) 8,779,510 2,669,045

Weighted average exercise price $         0.17 - $    0.175 $ 0.17 $ 0.16

Weighted average remaining contractual life
4.21 

years
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12.   SHARE CAPITAL (continued) 

c)      Stock options (continued) 

On July 31, 2018, 7,934,510 options were granted to officers and directors at an exercise price of 
$0.175 per share. The options shall vest equally 8.33% quarterly over a three-year term. The fair value 
of the options at grant date was $1,289,012, of which $821,348 was recorded in the year ended June 
30, 2019 based on vesting periods.  

On May 23, 2019, 215,000 options were granted to officers and directors at an exercise price of $0.21 
per share.  The options shall vest equally 8.33% quarterly over a three-year term. The fair value of 
the options at grant date was $33,699, of which $3,600 was recorded in the year ended June 30, 2019 
based on vesting periods. 

Pursuant to the amalgamation agreement, the Company granted 680,000 stock options at July 24, 
2018. The 680,000 stock options were fair valued using the Black-Scholes Pricing Model for a fair 
value of $91,000. 

Weighted-average assumptions used in the option-pricing model are as follows: 

Share price $0.15

Risk-free interest rate 2.25%

Expected life 8.67 years

Expected volatility 100%

Expected dividends Nil

Volatility is based on peer companies.  Expected life is considered to be the time to expiry.   

d) Warrants 

Warrants transactions are summarized as follows: 

Granted Expiry
Exercise

Price
June 30, 

2018 Granted Exercised
Expired / 

Cancelled
June 30, 

2019 Exercisable

July 24, 2018 Mar 24, 2019 $   0.10 - 400,000 (400,000) - - -
July 24, 2018 July 24, 2020 $   0.30 8,674,800 - (114,000) - 8,560,800 8,560,800
July 24, 2018 July 24, 2020 $ 0.175 - 1,227,760 (33,550) - 1,194,210 1,194,210
July 24, 2018 July 24, 2020 $   0.35 - 13,621,024 (166,775) - 13,454,249 13,454,249
Sept 18, 2018 July 24, 2020 $   0.35 - 16,775 - - 16,775 16,775
June 5, 2019 June 5, 2022 $   0.20 - - 2,500,000 - - 2,500,000 2,500,000
June 7, 2019 June 7, 2021 $   0.40 - 4,241,654 - - 4,241,654 4,241,654
June 7, 2019 June 7, 2021 $   0.20 - 187,250 - - 187,250 187,250

Total 8,674,800 22,194,463 (714,325) - 30,154,938 30,154,938

Weighted average 
exercise price $  0.30 0.31  0.19     - 0.32 0.32

Weighted average remaining 
contractual life 1.35 years
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12.   SHARE CAPITAL (continued) 

d)     Warrants (continued) 

During the year ended June 30, 2019, the Company entered into a marketing and distribution agreement.   
As additional compensation, the Company issued 2,500,000 warrants purchase one common share in the  
Company at an exercise price of $0.20 per share, for three years from the date of issuance. The warrants 
were valued at $331,396 based on the fair value of the warrants issued using the Black-Scholes Option 
Pricing Model and included in prepaids.  The amount is being expensed over the three year term of the 
agreement.  The Company recorded an expense of $91,482 during the year ended June 30, 2019. 

Weighted-average assumptions used in the option-pricing model are as follows: 

Share price $0.15 - $0.21 

Risk-free interest rate 1.41% - 2.02% 

Expected life 0.67 – 3 years 

Expected volatility 100% 

Expected dividends Nil 

Volatility is based on peer companies.  Expected life is considered to be the time to expiry.  

13.  RELATED PARTY TRANSACTIONS 

The Company considers its executive officers and directors to be key management personnel.  The 
Company incurred the following amounts to related parties during the respective periods for key 
management personnel compensation: 

During year ended June 30,  
$               

2019
$

2018

Total salaries, benefits and management fees 749,892 545,262

Stock-based compensation 808,264 -

Total salaries and other short-term benefits 1,558,156 545,262

Included in accounts payable as at June 30, 2019 is $86,438 (June 30, 2018: $127,040) payable to Directors 
and Officers of the Company for management wages.  The amount is non-interest bearing and unsecured. 

As at June 30, 2019, the Company had outstanding advances to Directors in the amount of $5,080 for 
tax deductions. The advances for tax deductions are non-interest bearing and is repayable on demand.
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14.  FINANCIAL INSTRUMENTS 

The Company adopted IFRS 9 in its consolidated financial statements on July 1, 2018. Due to the nature 
of its financial instruments, the adoption of IFRS 9 had no impact on the opening deficit balance on July 1, 
2018. The impact on the classification and measurement of its financial instruments is set out below. 

The following table summarizes the classification and measurement changes under IFRS 9 for each 
financial instrument: 

Financial instrument Category Measurement
Cash and cash equivalents Fair value through 

profit or loss ("FVTPL”) 
Fair value through profit or 

loss (“FVTPL”) 
Accounts receivable Loans and receivables Amortized cost
Due from related party Loans and receivables Amortized cost
Accounts payable and accrued 
liabilities 

Other liabilities Amortized cost

Loans payable Other liabilities Amortized cost

The original carrying value of the Company’s financial instruments under IAS 39 has not changed under 
IFRS 9. 

Financial instruments are initially recognized at fair value on the consolidated statement of financial 
position. Subsequent measurement of financial instruments is based on their classification. Financial 
assets and liabilities classified at FVTPL are measured at fair value with changes in those fair values 
recognized in the consolidated statement of loss and comprehensive loss for the year. Financial assets 
classified at amortized cost are measured at amortized cost using the effective interest method.  

Financial assets 

The Company classifies its financial assets into the following categories, depending on the purpose for 
which the asset was acquired. Management determines the classification of its financial assets at initial 
recognition. Financial assets are derecognized when the contractual rights to cash flows from the financial 
asset receipt or when the contractual rights to those assets are transferred. 

Amortized cost 

Amortized cost are those assets which are held within a business whose objective is to hold financial assets 
to collect contractual cash flows; and the terms of the financial assets must provide on specified dates 
cashflows solely through the collection of principal and interest. 

Fair value through other comprehensive income (“FVOCI”)

FVOCI assets are those assets which are held within a business whose objective is achieved by both 
collecting contractual cash flows and selling financial assets; and the contractual terms of the financial 
asset give rise on specified dates to cash flows solely through the collection of principal and interest. 
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14.  FINANCIAL INSTRUMENTS (continued) 

Financial assets (continued) 

FVTPL 

A financial asset shall be measured at fair value through profit or loss unless it is measured at amortized 
cost or FVOCI. The Company may however make the irrevocable option to classify particular investments 
as FVTPL. 

Financial liabilities 

Management determines the classification of its financial liabilities at initial recognition. 

Amortized cost 

The Company classifies all financial liabilities as subsequently measured at amortized cost using the 
effective interest method, except for financial liabilities carried at FVTPL and other certain exceptions. 

Financial liabilities (continued) 

FVTPL 

A financial liability shall be measured at fair value through profit or loss unless it is measured at amortized 
cost or FVOCI. The Company may however make the irrevocable option to classify particular investments 
as FVTPL. 

Financial liabilities are classified as current liabilities if payment is due within one year or less. If not, there 
are presented as non-current liabilities. 

The fair value hierarchy that prioritizes the inputs used to measure fair value is as follows: 

The fair value of cash is determined based on Level 1 inputs which consist of quoted prices in active 
markets for identical assets.  As at June 30, 2019 and June 30, 2018 the Company believes that the carrying 
values of cash and cash equivalents, accounts receivable, due from related party, accounts payable and 
accrued liabilities approximate the fair values because of their nature and relatively short maturity dates 
or durations.

Level 1 - Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either 
directly or indirectly; and 

Level 3 - Inputs that are not based on observable market data.
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15. FINANCIAL RISK EXPOSURE AND RISK MANAGEMENT   

The Company’s financial instruments are exposed to a number of risks that are summarized below: 

Credit Risk 
Credit risk is the risk of potential loss to the Company if counterparty to a financial instrument fails to 
meet its contractual obligations. The Company’s credit risk is primarily attributable to its trade receivables 
held during the year. The carrying value of these financial assets represents the Company’s maximum 
exposure to credit risk. As at June 30, 2019, the Company had $290,022 (June 30, 2018 - $271,434) 
financial assets that may subject to credit risk defaults. 

Liquidity risk  
Liquidity risk is the risk that the Company will not be able to meet its obligations with respect to financial 
liabilities as they fall due. The Company’s financial liabilities consist of its accounts payable and loans 
payable.  The Company manages its liquidity risk through the management of its capital structure as 
described in Note 16. The Company’s accounts payable have contractual maturities of 30 days or are due 
on demand, do not generally bear interest and are subject to normal trade terms. As at June 30, 2019, the 
Company held $627,141 (2018 - $1,387,534) in current liabilities. 

Market risk  
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, 
investment fluctuations, and equity prices. Market conditions will cause fluctuations in the fair values of 
financial assets classified as fair value through profit or loss, and cause fluctuations in the fair value of 
future cash flows for assets or liabilities classified as held-to-maturity, loans or receivables and other 
financial liabilities. As at June 30, 2019, the Company holds no interest bearing debt and would therefore 
not be subject to any interest rate cash flow risk. 

Foreign exchange risk 
Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in the foreign currency exchange rates. Revenue and expenses are mostly 
denominated in Canadian dollar, US dollar or Euro.  A significant change in the currency exchange rates 
between the Canadian dollar, US dollar and Euro could have an effect on the Company’s results of 
operations, financial position or cash flows.  However, the Company does not believe it is subject to any 
significant foreign exchange risk at this time.  The Company has not hedged its exposure to currency 
fluctuations. 

16.  CAPITAL MANAGEMENT 

The Company considers capital to be the elements of shareholders’ equity.  The Company’s primary 
objectives in capital management are to safeguard the Company’s ability to continue as a going concern 
in order to provide returns for shareholders and to maintain sufficient funds to finance its business 
development and meet its obligations as they come due.  The Company is in the early stages of operations 
and is currently developing a capital structure which will support expanded activity.  The Company 
monitors economic conditions and the risks related to the underlying assets and business opportunities.  
The Company does not presently utilize any quantitative measures to monitor its capital and is not subject 
to externally imposed capital requirements.
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17.  SEGMENTED REPORTING 

The Company operates in one business segment, the sale of alcohol-free wine and beer. Revenues from 
external customers are derived from customers located within North America as follows: 

During the year ended June 30, 2019 2018

Canada $ 1,260,168 662,876
United States 20,032 8,006

$ 1,280,200 670,882

18.  SUPPLEMENTAL CASH FLOW INFORMATION 

Investing and financing activities that do not have a direct impact on cash flows are excluded from the 
statement of cash flows. 

During the year ended June 30, 2019: 

In connection to the private placement, 468,000 shares valued at $70,200 were issued to a consultant as 
finder’s fees. 

The Company issued 419,982 shares at a price of $0.205 per share for a total of $86,096 pursuant to 
licensing agreement (Note 12). 

The Company issued 520,562 shares at a price of $0.19 per share for a total of $100,000 pursuant to a 
sale and distribution agreement (Note 12). 

During the year ended June 30, 2018: 

The Company issued 446,918 shares valued at $71,799 as finder’s fees. 

On January 31, 2018, 5,721,033 shares valued at $919,118 were issued to settle the convertible note 
and its accrued interest (Note 12).
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19. COMMITMENTS AND CONTINGENCIES  

Weight Watchers International Inc. 

The Company entered into an endorsement agreement dates November 1, 2017, whereas the endorser 
permitted the use by the Company of the Weight Watchers trademarks for use in connection with the 
sales, distribution, and marketing of the Company’s product for a period of 3 years, effective June 30, 
2018. 

According to the agreement, in consideration for the rights granted under the endorsement agreement, 
the Company agrees to pay to Weight Watchers International, Inc. the greater of the following: 

a) 4% of earned revenue from endorsed products, less applicable expenses 
b) The minimum guarantee per year of $100,000 

The Company’s minimum payments over the next fiscal year total $100,000 in the 2020 fiscal year. 

20.  INCOME TAXES 

      (a) Current Income  

June 30, 2019 June 30, 2018

$  $

Net loss for the year 5,943,852 2,652,986 

Expected tax recovery: 26.5% (2018: 26%) (1,575,121) (689,776)

Tax Effect of: 

Permanent differences 489,074 (566)

Share issuance costs (134,447)                                       -

Other adjustments (28,282) (24,374)

Change in unrecognized deferred tax assets 1,248,776 714,716 

Deferred income tax recovery                                       -                                       -

      (b) Deferred Income Taxes 

June 30, 2019 June 30, 2018

 $  $ 

Deferred tax assets 

Non-capital losses carried forward 14,249 -

Deferred tax liabilities 
Property, plant and equipment (14,249) -

Total unrecognized deferred income tax assets - -
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20.  INCOME TAXES (continued) 

      (c) Unrecognized Deferred Income Taxes 

Deferred income tax assets have not been recognized in respect of the following items: 

June 30, 2019 June 30, 2018

 $  $ 

Deferred income tax assets 

Non-capital losses carried forward 2,591,654 1,439,676 

Share issuance costs 125,722 23,763 

Temporary differences in net assets 2,097 7,257 

Total unrecognized deferred income tax assets 2,719,473 1,470,696 

The Company has Canadian non-capital losses for income tax purposes of approximately $9,839,267 (2018: 
$5,537,215), which may be available to reduce taxable income in future years. The potential benefit of 
these losses has not been recognized as a deferred tax benefit, as currently it is not probable that such 
benefit will be utilized in the foreseeable future. These losses expire as follows: 

2032 91,130 

2033 210,019 

2034 -

2035 1,344,758 

2036 617,450 

2037 618,695 

2038 2,655,163 

2039 4,302,052 

$ 9,839,267 

21.  SUBSEQUENT EVENTS 

Acquisition of OneLeaf 

During the year ended June 30, 2019, The Company signed a binding letter of intent to acquire OneLeaf 
Holding Corp. (“OneLeaf”), the parent company of OneLeaf Cannabis Corp., an “evidence package” stage 
applicant to become a licensed cannabis cultivator and processor, in an all share transaction.   

On October 1, 2019, the Company announced the due diligence period for its proposed acquisition of 
OneLeaf has expired, and the parties have determined not to proceed with the proposed transaction.  Hill 
Street instead announced it would return to its co-packing strategy to secure licensed product, thereby 
reducing the capital investment required to build a facility.
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21.  SUBSEQUENT EVENTS (continued) 

Lexaria Agreement Amendment 

On July 24, 2019, Hill Street Beverage Company Inc. and Lexaria Bioscience Corp. entered a Joint 
Manufacturing Partnership valid for 10 years to produce DehydraTECH™ commercial products under a 
new brand to be announced, including both processed THC and CBD powders in the form of compressed 
tablets, capsules, or sachets for new consumer products for sale in Canada and for export where 
permitted, subject to Health Canada approval.   

In addition to the manufacturing partnership, Hill Street has acquired a global semi-exclusive license (with 
minor exceptions) to utilize Lexaria's DehydraTECH™ THC beverage infusion technology and a global non-
exclusive license to utilize Lexaria's DehydraTECH™ CBD beverage infusion technology, valid for 10 years. 
This expands the July 31, 2018 license award to Hill Street to use DehydraTECH for THC beverage 
formulation in Canada only. License royalties for the use of DehydraTECH will be activated as Hill Street 
enters national markets that have legally allowed the sale of products using Lexaria's technologies.   


